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Intellectual Capital

“We make doors and windows for a room. But it is the spaces that make the
room livable. While the tangible has advantages, it is the intangible that
makes it useful”.
Lao Tzu1, 600 BC

1Cited by Karl-Erik Sveiby, available at
http://www.emeraldinsight.com/learning/management_thinking/interviews/pdf/sveiby.pdf?PHPSESSID=boike9fck55tdsdqgn9a2col44

Foundation(s) of Intellectual Capital

∗ Three different origins have been identified:
∗

Hiroyuki Itami in 1980 wrote on the impact of invisible assets upon the Japanese
corporation

∗ David Teece in 1986 published a seminal article that combined the work of a
diverse group of economists and focused on the subject of technology
commercialization. Teece and his colleagues identified a basis and foundation for
understanding how value is derived from technological innovation, the recipe for
commercializing innovation, and the procedure for transforming value into profit
∗ Sveiby (first published in 1986) sought to offer a window into assessing the value
of an enterprise by measuring the knowledge and competencies of its employees
(instead of just focusing on conventional assets)

The definitions – What exactly is
intellectual capital?

∗

Brooking (1997) described intellectual capital (IC) as the combination of market assets,
human-centered assets, intellectual property assets, and infrastructure assets

∗

"Intellectual capital is the intellectual material - knowledge, information, intellectual property,
experience - that can be put to use to create wealth
Thomas Stewart, 1997
Sveiby (1997) suggested that IC has three dimensions:

∗

∗

∗

∗
∗
∗

Employee competence
Internal structure
External structure

Edvinsson (1997) adopted Sveiby’s 3 categories but renamed them:
∗
∗
∗

Human capital
Organizational capital
Customer capital

“The economic value of a firm’s organizational (structural) capital and human capital.”

Organization for Economic Co-operation and
Development (OECD) 1999

∗ Petty and Guthrie (2000) in their seminal paper used two of Sveiby’s three
categories:
∗ Human capital
∗ Organizational capital

∗ IC definitions by Lev (2001), Daum (2002), Rostogi (2003), Mouritsen et al. (2004)
shared two themes:

∗ An intangible cannot exist alone, and hence, it cannot be valued separately from the assets
∗ IC is the outcome of the “network effect” of engaging a mixture of (intellectual, human, and
organizational) resources.

∗ MERITUM (2002)

∗ Human resources
∗ Structural resources
∗ Relational resources

∗ German Schmalenbach Working Group (2002)
1.
2.
3.
4.
5.
6.
7.

Innovation capital
Human capital
Customer capital
Supplier capital
Investor capital
Process capital
Location capital

Some consensus on the definition:

∗ There has been a general consensus on the use of a
three group framework (Choong, 2008) including:
∗ Human capital
∗ Organizational (or structural) capital
∗ Relational capital; based on Sveiby (1997), MERITUM
(2002), and Bontis (2002).

Notes on the definition

∗ Human capital, organizational (structural) capital,
relational capital:
∗ Human capital: important to note that both technically and
legally, cannot be owned by a firm
∗ Organizational /Structural capital: has undergone multiple
changes but now there appears to be some agreement that it
includes culture, innovation, and process
∗ Relational capital: includes all the organization’s relations
with outside stakeholders
Choong, K. K. (2008). Intellectual capital: Definitions, categorization and reporting models. Journal of Intellectual Capital, 9(4), 609-638.
doi:http://dx.doi.org/10.1108/14691930810913186

Additional conceptual notes
∗ Is intellectual capital = Goodwill &/or intangible
assets?
∗ Why bother?
∗ Solved the question of why book value is different than
market value
∗ For management related purpose
∗ For comparison (external or internal – longitudinal)

Trajectory
∗ IC is subject to increasing research by both academics
and practitioners
∗ Trend of increased government funding
∗ Two specialized journals now publishing IC
∗ Journal of Human Resource Costing and Accounting
∗ Journal of Intellectual Capital
*not currently recognized by accounting and business school
rankings who see subject as simply an accounting problem,
that is intangible assets

Stages of IC Research
∗ Stage one research as identified by Petty and Guthrie (2000)
∗ Raised awareness & justified relevance
∗ Typically publications argued that “intellectual capital is something
significant and should be measured and reported”

∗ Stage two
∗ Focused on the “how”
∗ Namely how capital and labour markets reacted to the potential for IC
to create value
∗ At both firm level and extending to national

∗ Stage three research as identified by Guthrie et al. (2012)
∗ Takes a critical look at IC in practice

A Working Example
∗ In 2007, the State of Israel delivered a report on
intellectual capital at the national level.
∗ The goal of the effort was to survey the competitive
advantages attributed to the State of Israel with respect
to technological excellence, human capital, innovation,
and modern infrastructure.
∗ The authors identified five critical components based
upon the “Skania Model”
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How to apply to Nevada’s gaming
industry?

∗ Begin with a focus on gaming technology companies
∗ Take longitudinal approach for internal evaluation
∗ Jump to practical question of how to follow the
Houston example?

